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VOTE: Appointment of Vice Chair 

5 

MOTION: That, pursuant to Section 2.3 of the By-Laws, the 

Commission hereby appoints ______________ to serve as 

Vice Chairperson of the Health Policy Commission. 
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VOTE: Approving Minutes 
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MOTION: That the Commission hereby approves the minutes 

of the Commission meeting held on July 24, 2019 as 

presented. 
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Types of Market Transactions Reported to the HPC Since 2013 

TYPE OF TRANSACTION NUMBER FREQUENCY 

Physician group merger, acquisition, 

or network affiliation 
23 22% 

Clinical affiliation 23 22% 

Acute hospital merger, acquisition, 

or network affiliation 
22 21% 

Formation of a contracting entity 19 18% 

Merger, acquisition, or network 

affiliation of other provider type (e.g., 

post-acute) 

12 11% 

Change in ownership or merger of 

corporately affiliated entities 
5 5% 

Affiliation between a provider and a 

carrier 
1 1% 
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Transactions Currently Under Review 

Received Since 7/24 

Proposed partnership between Baystate Health System (Baystate) and 

AmSurg Holdings (AmSurg) under which the parties would acquire 

AmSurgôs current 62% ownership interest in Pioneer Valley Surgicenter 

(PVS), an ambulatory surgery center located in Springfield.   

 

 

Proposed acquisition of Exeter Health Resources (EHR) by Partners 

HealthCare System (Partners). EHR serves the Seacoast Region of 

southern New Hampshire and Maine and includes an acute care hospital, 

Exeter Hospital, a multi-specialty physician practice, Core Physicians, and 

a visiting nurse association and hospice.  
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Transactions for which the HPC Elected Not to Proceed to a Cost and 

Market Impact Review 

Proposed contracting affiliation between Sturdy Memorial Associates (SMA) 

and South Shore Physician Hospital Organization (SSPHO) under which 

SMA providers would participate in risk contracts negotiated through SSPHO, 

and SSPHO would provide medical management support services for SMA 

providers. 

Á Our analysis suggested limited scope for increases in health care 

spending. While SSPHO is somewhat higher-priced than SMA, total 

medical spending for SSPHOôs patients is generally lower than spending 

for SMAôs patients.  

Á We did not review evidence suggesting negative impacts on quality or 

access to care. 
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Transactions for which the HPC Elected Not to Proceed to a Cost and 

Market Impact Review 

Proposed clinical affiliation between Partners HealthCare System (Partners) 

and Boston Childrenôs Hospital (Childrenôs) under which Brigham & 

Womenôs physicians would provide maternity care at a new integrated Maternal 

Fetal Care Center housed on Childrenôs campus. 

Á Our analysis suggested limited scope for increases in health care 

spending, and we found some potential for enhanced coordination of 

services and information-sharing between Childrenôs and Brigham & 

Womenôs specialists.  

Á We did not review evidence indicating that the transaction is likely to 

negatively impact access to care. 
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The HPC will publish a retrospective examination of provider market 

dynamics in early 2020. 

Á The HPC has monitored the provider market 

through its authority to analyze material changes 

through ongoing research and standalone 

publications like the Community Hospitals at a 

Crossroads. 

Á HPC expects to publish some of the findings from 

its ongoing monitoring, including: 

V Analyses of the impacts of select past 

transactions, and 

V Analyses of overall market trends for the 

past five years, including updated analyses 

from the Community Hospitals at a 

Crossroads report  

Á This is a preview of initial findings; we expect to 

release full findings in early 2020. 
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The HPCôs 2016 Community Hospitals at a Crossroads report identified 

challenges for community hospital sustainability and a need for action. 
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Updated analyses suggest that many of the challenges identified in 

Community Hospitals at a Crossroads persist. 

Hospitals have 

continued to  
consolidate  
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Hospitals continue to consolidate, and care is increasingly concentrated 

in the largest health systems. 

Å The share of volume in the top five systems increased 18 percentage points 

from 2010 to 2017 (accounting for current affiliations). The share of volume in 

independent community hospitals declined 16 percentage points. 
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Updated analyses suggest that many of the challenges identified in 

Community Hospitals at a Crossroads persist. 

Many 
patients 

continue to 
bypass 

community 
hospitals  for 

routine 
care  
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Å A community hospital was the closest option for 80% of commercial patients who 

received scheduled, community-appropriate care. 

Å From 2010 to 2017, approximately half of patients whose closest hospital was a 

community hospital traveled to a non-community hospital for scheduled, non-

maternity, community-appropriate care.  

Patients continue to bypass community hospitals for community-

appropriate care, despite provider efforts to keep care local. 

Notes: Community-appropriate discharges represent a narrow set of inpatient services that could likely be performed effectively in any hospital setting.  

Site of Care for Adult Patients Receiving Scheduled, Non-Maternity Community-Appropriate Services 
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Community hospitalsô share of community-appropriate discharges has 

not increased over time. 
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Updated analyses suggest that many of the challenges identified in 

Community Hospitals at a Crossroads persist. 

Community 
hospitalsõ 

commercial 
inpatient 

volume has 
continued to 

decrease  



 22 

Å Community hospitals have seen their proportion of public payer volume grow 

faster than the proportion of public payer volume at teaching hospitals and AMCs. 

Å Consistent with market-wide trends, community hospital volume has shifted toward 

outpatient services over time. 

Commercial inpatient volume at community hospitals decreased 24% 

from 2010 to 2017. 
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Updated analyses suggest that many of the challenges identified in 

Community Hospitals at a Crossroads persist. 

Commercial prices 
continue to vary 

significantly and many 
community hospitals 

have lower commercial 
relative prices   



 24 

Å While some community hospitals have moderate to high prices, median community 
hospital prices remain lower than other hospital prices.  

Å For the three largest commercial payers, seven to nine of the ten lowest-priced 
community hospitals in 2010 remained in the bottom ten in 2017 and the average 
relative price for the ten lowest-priced community hospitals has not increased 
substantially over time.  

Lower priced hospitals (many of which are community hospitals) have 

generally remained lower priced over time.  
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Updated analyses suggest that many of the challenges identified in 

Community Hospitals at a Crossroads persist. 

Many community hospitals, 
particularly those serving 

high proportions of public 
payer patients, have seen 

relatively slow growth in 
volume and revenue  
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Å Community hospitals have a broad range of financial performance. The cohort 

analyzed includes some financially strong and some relatively weak hospitals, 

including several that closed or merged their licenses with other hospitals due in part 

to financial pressure. 

Å As a group, community hospitals achieved financial margins similar to 

statewide averages from 2012 to 2017. 

Å However, community hospitals, especially community high public payer (HPP) 

hospitals, experienced slower growth in volume and patient service revenue than 

other hospitals. 

Å Slower revenue growth may threaten the long-term ability of community 

hospitals to invest in care transformation, which in turn may further drive trends 

toward consolidation. 

Community hospitals have seen slower growth in revenue over time than 

other hospitals. 
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Updated analyses suggest that many of the challenges identified in 

Community Hospitals at a Crossroads persist. 

Previously 
identified 

challenges 
generally 

remain  

Providers may 

be responding 
to some of 

these 
pressures 
through a 

heightened 

focus on 
coding  
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Å Among Massachusetts hospitals, there are shifts toward higher-acuity codes and away 

from discharges coded as community-appropriate care. 

Å The proportion of higher-acuity discharges in the state increased by 6.4 percentage 

points from 2010 to 2017 (from 56% to 62%). Community hospitals experienced slightly 

greater increases in their proportion of higher-acuity discharges than teaching hospitals 

and AMCs in this time. 

There has been an increase in high-acuity discharges and a 

corresponding decrease in community-appropriate discharges over time. 

Notes: Higher acuity discharges refer to all discharges not defined as community-appropriate, i.e. inpatient services that likely could not be performed effectively in 

any hospital setting.  
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Decrease in community-appropriate discharges (defined as low-acuity 

hospital discharges) 

 

Increase in patient risk scores 

 

Increase in acuity/complexity of inpatient hospital stays 

The HPC has observed increases in recorded patient acuity in several 

contexts. 

ü What is behind these trends?  

ü What are the implications?  
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Since 2013, commercial inpatient spending grew 10.7%, even while 

volume decreased by 12.8%. 

Notes: Data points indicate percent growth from previous year (2013=0). Volume data correspond to fiscal years while spending data correspond to calendar years. 

Sources: CHIA Hospital Inpatient Discharge Data, 2013-2018. Commercial full-claims TME from CHIA Annual Report TME Databooks. 2019 Annual report (for 2017-

8 growth), 2018  Annual Report (for 2015-6 and 2016-7), 2017 annual report (for 2014-2015) and 2016 Annual Report (for 2013-4 growth). Inpatient volume data for 

2018 for Berkshire Medical Center is extrapolated due to missing data in initial release of HIDD. 

Cumulative change in commercial inpatient hospital volume and commercial inpatient hospital spending, 

2013-2018 

Hospital spending per discharge grew 5% annually, from $14,400 to $18,300 

between 2013-2018 
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Notes: Price analysis includes facility portion only, adjusted for changes in acuity and provider mix over time, and excludes claims with invalid payment codes, outlier 

claims at each hospital, and some maternity claims for which discharge of mother and newborn cannot be distinguished. Commercial TME trend represents facility 

payments to the three largest commercial payers in MA, acuity trend was calculated for all commercial discharges using Medicare DRG case weights, and discharge 

trend is per 1000 commercial members for all commercial payers. 

Sources: HPC analysis of All-Payer Claims Database, 2016; CHIA hospital discharge data sets for 2014-2016; CHIA Total Medical Expense files. 

Inpatient spending growth has been driven both by increasing prices for a 

given stay and increasing acuity of inpatient stays. 

Change in average commercial inpatient prices, utilization, acuity, and spending, 2014-2016 

General inflation 

over this period was 

only 1%  

Commercial 
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Statewide commercial risk scores rose 3% per year from 2013-2017 on 

average, while some health plans experienced even greater increases. 

Notes: Risk scores normalized to 1.0 in 2013. United, Cigna, BMC Healthnet, Minuteman, NHP and Celticare excluded due to data anomalies or fluctuating membership. 

Sources: CHIA TME databooks, 2016 and 2018.; Geruso, Michael, and Timothy Layton. "Upcoding: Evidence from Medicare on squishy risk adjustment." (Journal of 

Political Economy, 2019); Federal Register vol 78 no. 47 March 11, 2013, Adult Risk Adjustment Model Factors 

Commercial 
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Unadjusted spending is growing 3.6 times faster than health-status adjusted 

TME, due to significant risk score growth. 

Notes: United, Cigna, BMC Healthnet, Minuteman, NHP and Celticare excluded due to data anomalies or fluctuating membership. 

Sources: CHIA TME databooks, 2016 and 2018. 

Commercial 
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The HPC also examined changes in patient acuity by analyzing shifts in 

hospital inpatient stay classifications. 

Notes: Example to the right shows that Payment for COPD is the product of MassHealth base payment ($12,247) and a corresponding DRG-severity weight 

Source: MA EOHHS  Acute Hospital FY19 MassHealthDRG Weights  
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MS-DRG 

(Medicare 

Severity) 

APR-DRG 

(All-Payer 

Refined) 

Description 

Á 754 DRGs 

Á Each has an assigned weight 

Á Most DRGs combine a condition 

with up to three levels of severity: 

Á Without complications (W/O 

CC) 

Á With complications/ 

comorbidities (CC) 

Á With major complications/ 

comorbidities (MCC) 

Á Used by Medicare & some 

commercial (17%, e.g., Fallon) 

Á 315 DRGs 

Á Each DRG has four severity levels 

(1-lowest) 

Á Each DRG-severity combination 

has an assigned weight 

Á Used by MassHealth & most 

commercial (72%, e.g., Blue Cross) 

DRG payment = base rate * DRG weight 
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From 2013-2018, all major hospital systems had increasing patient acuity; 

for Partners-owned hospitals, the increase was 15%. 

Notes: Berkshire hospital system removed due to data anomalies in 2018 

Sources: CHIA Hospital Inpatient Discharge Dataset, 2013-2018. Weights calculated based on APR-DRG version 30 in all years 

All Payer 
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Source: CHIA HIDD Acute Case-mix Database, 2013-201; MS-DRG classification system, APR-DRG classification system 
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Evidence Points to Rising Acuity Driven by Changing Coding Practices 

 

An industry has formed around leveraging electronic health record systems (e.g., EPIC) to 

mine patient clinical history to increase the number and complexity of diagnoses coded to 

maximize reimbursement. 

 
ñRevenue Cycle Managementò 
 

ñCoding/Case-Mix Improvementò 

 

Anecdotes from Industry Participants 

ñéItôs far easier to increase margin by increasing coding than by reducing costs.ò 

 

ñéThe ROI from hiring more billers and coders shows no signs of diminishing.ò 

 

[From newly hired CEO of a large health system] ñéThough Iôd love to work on care delivery  

reforms and population health, my initial focus has to be entirely on coding maximization.ò 

Sources: https://www.indeed.com/q-Clinical-Documentation-Improvement-Specialist-l-Boston,-MA-jobs.html?vjk=8b074d153e0eb2e6; 

https://www.paysa.com/salaries/clinical-documentation-improvement-specialist--boston,-ma--tl?utm_campaign=google_jobs_salary&utm_source=google_jobs_salar

y&utm_medium=organic; https://www.nytimes.com/2012/09/22/business/medicare-billing-rises-at-hospitals-with-electronic-records.html 

08/14/19 Massachusetts hospital job posting for ñClinical Documentation Improvement Specialist, 

RNò  to ñéidentifyédiagnoses including conditions qualifying asémajor complications that impact 

severity of illness and quality measuresò and other ñéareas of opportunityò. Typical salary >$100k. 

https://www.paysa.com/salaries/clinical-documentation-improvement-specialist--boston,-ma--tl?utm_campaign=google_jobs_salary&utm_source=google_jobs_salary&utm_medium=organic
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https://www.paysa.com/salaries/clinical-documentation-improvement-specialist--boston,-ma--tl?utm_campaign=google_jobs_salary&utm_source=google_jobs_salary&utm_medium=organic
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Hospitals benefit financially when patients are coded as higher-acuity. 

Notes: Payment levels reflect APR-DRG system used by MassHealth and most commercial payers in Massachusetts.  

Medicaid hospital payment for a patient with COPD for each severity level (2017) and percent of 

COPD discharges (all payer) at each severity level 
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Among COPD patients, DRG weights increased by 20% from 2013 to 2017, 

while other indicators of clinical severity did not increase. 

All Payer 

Source: CHIA HIDD Acute Case-mix Database, 2013-2017; APR-DRG classification system. ICU/CCU: intensive care unit/cardiac care unit 
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Overall, DRG weights grew more than 10% between 2013 and 2018, while 

other indicators of clinical severity did not increase. 

Notes: ICU/CCU: intensive care unit/cardiac care unit 

Source: CHIA HIDD Acute Case-mix Database, 2013-2018; MS-DRG classification system, APR-DRG classification system 

Percent increase in MS-DRG & APR-DRG weights compared to LOS & ICU/CCU days, 2013-2018 
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Losses 

ï Losses for risk contracts that are tied to population risk level. 

ÅHowever, some payers have mechanisms in place to offset acuity 
increases or may take these into account during the next contract 
negotiation cycle. 

ï Losses from higher payments (e.g., DRGs) that are directly tied to 
patient acuity. 

Private Insurers Can Have Mixed Incentives With Regard to Changes in 

Patient Acuity 

Increasing patient acuity can lead to both: 

Gains 

ï Gains from ACA risk-adjustment transfers for Connector enrollees. 

ï Gains for Medicare Advantage members. 

ï Lower chance of being referred to the HPC for a potential 

performance improvement plan. 
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Increased coding intensity has significant implications for health care 

spending, market functioning, and care delivery. 

Á Added costs for patients and payers. 
Å Due to increases in inpatient acuity between 2013 and 2017, Massachusetts incurred ~$280 

million more in inpatient Medicare costs and up to* $300 million more in inpatient commercial 

costs in 2017 alone. 

Å Even if payers are able to offset some of the increased spending from coding intensity, it 

requires additional time and resources from payers and auditors. 

Á Increasing disparities in financial well-being between hospitals that can invest in more 

complex EHR systems and coding staff vs. hospitals less able to do so. 

Á Impaired accountability. To the extent that risk scores reflect coding efforts rather than true 

patient acuity, risk adjusted performance metrics are misleading (e.g., readmission rates, 

health-status adjusted TME, mortality, or other quality or process measures). 

Á Mixed effects on patient care and outcomes. 

Å Some patient care may be improved with additional documentation, but care may also 

be worsened: 

o Clinician time and effort may be redirected away from clinical care and toward 

coding. This added administrative burden also can increase clinician burnout. 

o Important clinical information may be masked by additional or no-longer-relevant 

diagnoses added to records, merely for billing purposes. 

o Time and attention from hospital leadership and administrators is spent on coding 

and billing that could otherwise be spent improving patient care and quality. 

Commercial spending impacts are more ambiguous than our Medicare calculation for two main reasons: these spending impacts depend on 1) which version of the software is used to group 

inpatient stays into DRGs and (2) individual contract arrangements between private insurers and a given provider system. Updated versions of the grouper software, in recent years, have tended 

to reduce the payment (weight) and frequency of assignment to higher-severity DRGs. Commercial cost impacts could also be lower if payer contracts require pricing or other adjustments that 

offset acuity increases. The dollar figure indicated here is calculated as if payers used the same software version and weights throughout 2013 to 2017. For example, BCBS of MA used the same 

version (version 26) of APR-DRGs from 2009 to 2017 according to the Center for Health Information and Analysis but updated to version 34 in July of 2018. 
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Next Steps 

 

 
V Continue to refine and expand current analyses. 

 

V Add additional years of data as it becomes available  (e.g., 2017 APCD, 2018 case-mix 

discharges). 

 
 

 

 
V Separate inpatient trends by payer (Commercial, Medicare, MassHealth). 

 

V Track shifting from lower to higher paying DRGs. 

 

V Examine impacts of using different versions of the APR-DRG grouper. 

 

V Describe increases in acuity in some ambulatory settings (ED, E&M). 
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Á Out-of-network (OON) or ñsurpriseò billing remains a priority policy issue for the HPC. 

 

Á The HPC has consistently recommended comprehensive state action to enhance OON billing 

protections for Massachusetts consumers, including the establishment of a process for fair and 

reasonable reimbursement to providers. 

 

Á Around the U.S., efforts to address OON billing generally reflect an emerging consensus on 

protecting the patient, but determining provider reimbursement is a significant challenge. 

 

Á In state and federal legislative solutions, payment benchmarks can be used in both primary 

approaches to determining provider payment: (1) setting a default reimbursement rate; and (2) 

establishing a dispute resolution process. 

 

Á Building on HPCôs prior OON billing work, DataPoints Issue #14 illustrates the range of 

payments associated with various benchmarks for several services often involved in surprise 

billing scenarios. 

DataPoints, Issue #14: The Price is Right? Variation in Potential 

Out-of-Network Provider Payment Benchmarks 

Background 

https://www.mass.gov/info-details/hpc-datapoints-issue-14-the-price-is-right-variation-in-potential-out-of-network
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Á Payment benchmarks are typically based on charges (i.e., list prices), negotiated ñallowed 

amountsò for in-network providers, and/or Medicare rates; the HPC analyzed six potential 

payment benchmarks often used in other states or legislative proposals. 

 

Á The specific procedure codes were chosen because they are more likely than others to occur in 

surprise billing scenarios; ñERAPò providers1 are common in such scenarios. 

 

Á The HPC worked with FAIR Health, Inc., a national, independent, non-profit organization whose 

mission is to increase transparency around health care costs and health insurance information, to 

obtain the Massachusetts claims data for DataPoints Issue #14. 

 

DataPoints Issue #14: Research Methods & Takeaways 

 

 

Á The analysis highlights how provider payments would vary under different potential OON 

payment benchmarks. 

 

Á Overall, there is significant variation among the different benchmarks, with those based on 

charges typically two to three times higher than those based on allowed amounts or Medicare 

rates. 

 

Á In considering policy solutions to address OON billing, it is important to consider the impact of 

different potential payment benchmarks (e.g., on overall health care spending). 

 

 

Research Methods 

Takeaways 

1Emergency, radiology, anesthesiology, and pathology providers. 

https://www.mass.gov/info-details/hpc-datapoints-issue-14-the-price-is-right-variation-in-potential-out-of-network
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The HPC found significant variation among different payment 

benchmarks, with those based on charges typically 2-3x higher than the 

median allowed amount. 

Sources: HPC, DataPoints Issue #14. Data © 2019, FAIR Health, Inc. Used by permission. Research for DataPoints Issue #14 is based upon healthcare claims data 

compiled and maintained by FAIR Health, Inc. The Massachusetts Health Policy Commission is solely responsible for the research and conclusions reflected in the 

DataPoints issue. FAIR Health, Inc. is not responsible for the conduct of the research or for any of the opinions expressed in the DataPoints issue. 

Varying payment benchmarks for emergency 

department visits with high severity and 

threatening function (CPT code 99285), 

Massachusetts, 2018-2019 

Å Payment at the 80th percentile of charges ($842) would 

be 3.5 times higher than the median allowed amount 

($241). 
 

Å A benchmark set at 125% of the Medicare rate ($233) 

would result in payment just below the median allowed 

amount ($241). 

Varying payment benchmarks for anesthesia for 

lower intestinal endoscopic procedures (CPT 

code 00812), Massachusetts, 2018-2019 

Å Payment at the 80th percentile of charges ($1,271) 

would be approximately 2.5 times higher than the 

median allowed amount ($482). 
 

Å In this case, the median allowed amount is nearly three 

times higher than the Medicare rate (and the 80th 

percentile of charges is over 7.5 times higher than 

Medicare). 

https://www.mass.gov/info-details/hpc-datapoints-issue-14-the-price-is-right-variation-in-potential-out-of-network
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CHART Program Impact Brief  

Through the CHART Program, the HPC invested $70 million across 30 community hospitals between 2014 and 2018. The 

CHART Program Impact Brief provides an overview of the program and highlights community hospital achievements in 

reducing acute care utilization and establishing a foundation for sustainable care delivery transformation.  


